
Minutes of 40th Meeting of 
Lump Sum Grant Steering Committee (LSGSC) 

 
Date: 15 December 2015 (Tuesday) 
Time: 9:30 a.m. – 1:00 p.m. 
Venue: Room 918, 9/F Wu Chung House, 213 Queen’s Road East 

Wan Chai, Hong Kong 
 
Present 
 
Chairman 
Ms Carol Yip, JP, Director of Social Welfare 
 
Members 
Ms Ann Au Chor-kwan 
Ms Tammy Chan Fat-chuen 
Ms Anna May Chan Mei-lan, MH, JP 
Mr Francis Chau Yin-ming, BBS, MH 
Hon Cheung Kwok-che 
Mr Chua Hoi-wai 
Mr Stephen Hung Wan-shun 
Dr Jane Lee Ching-yee, JP 
Mr Matthew Lee Siu-chung 
Ms Teresa Lee Siu-hong 
Mr Li To-sang 
Ms Rebecca Ng Pui-ling 
Mr Sin Kin-ming 
Dr Ricky Szeto Wing-fu 
Ms Sania Yau Sau-wai 
Dr Alice Yuk Tak-fun, BBS, JP 
Mr Kenneth Cheng, Principal Assistant Secretary (Welfare) 1A, Labour and 

Welfare Bureau 
Mr Kok Che-leung, Assistant Director of Social Welfare (Subventions), Social 

Welfare Department (SWD) 
 
 
Secretary 
Mr Ricky Yu, Chief Social Work Officer (Subventions), SWD 



 
Absent with Apologies 
 
Ms Michelle Cheng 
 
In Attendance 
 
Mr Lam Ka-tai, JP, Deputy Director of Social Welfare (Services), SWD 
Mr David Ng, Senior Social Work Officer (Subventions), SWD 
Mr Daniel Wong, Senior Social Work Officer (Subventions), SWD 
Miss Mina Chow, Senior Social Work Officer (Subventions), SWD 
Ms Dorothy Siu, Social Work Officer (Subventions), SWD 
 
For Agenda Item 3 only 
Ms Shirley Lau, JP, Assistant Director of Social Welfare (Finance), SWD 
 
Opening Remarks 
 
  The Chairman welcomed all new Members and informed that Ms 
Michelle Cheng was absent with apologies. 
 
 
Confirmation of Minutes of Last Meeting 
 
2. Members confirmed the minutes of the 39th meeting without 
amendment. 
 
 
Matters Arising 
 
3. The Chairman informed Members that the items in respect of the 
progress of implementation of the Best Practice Manual (BPM) (paragraphs 
24-27), the Envisioning Programme on BPM (paragraphs 30-33) and the 
progress of implementation of the Social Welfare Development Fund (SWDF) 
(paragraphs 34-37) would be discussed under the respective agenda items of the 
meeting. 
Enhancement of the Lump Sum Grant Subvention System (LSGSS) (paragraphs 
4-16) 
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4. Mr Chua Hoi-wai enquired if there was any NGO proposing 
alternative rate for the transfer of Provident Fund (PF) surplus for Snapshot 
Staff to PF Reserve for non-Snapshot Staff.  Mr Daniel Wong replied that 
only one NGO had made such request but had failed to provide justifications or 
evidence to substantiate its request.  As the request was rejected, the rate of 
64.9% was applied across the board for all NGOs for the proposed transfer. 
 
Knowledge Management of Lump Sum Grant Independent Complaints 
Handling Committee (ICHC) (paragraphs 17-23) 
 
5. Mr Ricky Yu reported that ICHC, in collaboration with the Office of 
The Ombudsman, was going to organise four identical sharing sessions in 
March 2016 on effective complaints handling.  The sessions would aim at 
enriching the knowledge and skills on complaints handling for about 350 NGO 
middle management and frontline staff.  Besides, the revamping of the ICHC 
webpage and enhancement of the database on information and statistics would 
be completed in the first half of 2016. 
 
 
Back Payment of Salary Adjustment to Staff (paragraphs 28-29) 
 
6. Mr David Ng informed that SWD, following Members’ discussion at 
the 39th meeting, had issued a letter to all the subvented NGOs in July 2015 on 
the 2015-16 Civil Service Pay Adjustment, in which SWD encouraged NGOs to 
take into account the staff perspective and concerns to decide on their pay 
adjustment arrangements.  The letter was also posted on SWD’s website. 
 
 
Improvement Measures on Service Performance Visits for the 2015-18 Cycle 
under the Service Performance Monitoring System (SPMS) (paragraphs 40-45) 
 
7. Miss Mina Chow reported that 361 agreement service units (ASUs) 
had been selected for review visits (RVs) or surprise visits (SVs) for the 
2012-15 cycle, involving 287 ASUs (80%) for RVs and 74 ASUs (20%) for SVs.  
The number of visits was increased by 3.4% when compared with 349 ASUs 
under the 2009-12 cycle.  Of the 361 ASUs visited, 352 ASUs (97.5%) were in 
compliance with the Essential Service Requirement (ESRs) and the selected 
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Service Quality Standards (SQSs).  The compliance rate increased by 3% 
when compared with the 94.6% of the last cycle.  The number of 
“non-compliance” and “further progress” cases reduced, which reflected that 
ASUs had become more capable of developing their policies and procedures on 
meeting the ESRs and the 16 SQSs.  Of the 872 pre-arranged service users 
interviewed during RVs or SVs, they generally considered the performance of 
ASUs satisfactory.  The ratings given by 556 randomly selected service users 
during interviews also fell within the range of “Satisfactory” to “Very 
Satisfactory”. 
 
 
Updating of Lump Sum Grant Manual (May 2012) (Paper LSGSC 8/2015) 
 
8. Mr Daniel Wong introduced that the Lump Sum Grant (LSG) Manual, 
formally promulgated in January 2001, had been revised in 2012.  In 
accordance with the recommendation of the Lump Sum Grant Independent 
Review Committee (LSGIRC), SWD should revise the LSG Manual and update 
it regularly with a view to providing clear guidelines on the day-to-day 
operation of the LSGSS.  A few years after the last revision, SWD considered 
it opportune to update the LSG Manual again to incorporate the subvention 
policies, rules and arrangements which had been brought into operation since 
2012. 

 
9. Based on the methodology accepted by the sector for the last updating, 
SWD proposed to adopt a similar approach to updating the LSG Manual.  The 
following areas would be covered - 
 

(a) to add in the not-yet-included recommendations made by LSGIRC, e.g. 
complaints handling; 

 
(b) to incorporate the subvention policies, rules and requirements 

stipulated from time to time in management letters, allocation letters or 
notification letters, e.g. monitoring of the remunerations of senior 
executives in subvented bodies; 

 
(c) to make reference to the prevailing guidelines issued by relevant 

authorities in updating the relevant policies and guidelines relating to 
subvention, e.g. the investment guidelines for LSG Reserve with 
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reference to the Fund Management Guide issued by the Treasury; and 
 

(d) to set out more clearly the existing financial requirements, e.g. the 
detailed calculation of the requirements and disbursements of PF each 
year. 

 
10. Mr Daniel Wong pointed out that the LSG Manual would be updated 
in consultation with NGOs as and when appropriate.  The subvention policies 
and guidelines/rules, which were stipulated in management/notification letters 
for NGOs, would be incorporated into the LSG Manual automatically in future 
to facilitate NGOs’ day-to-day operation. 

 
11. Mr Kok Che-leung walked through the proposed update on the LSG 
Manual at the meeting.  A hard copy of the draft revised LSG Manual (draft 
Manual) in a tracking mode was tabled at the meeting to facilitate Members’ 
reference.  Ms Shirley Lau also briefed Members on the proposed update in 
respect of the investment of LSG Reserve and matters related to financial/ 
accounting management. 

 
12. Members raised concern on the following areas - 
 

(a) Mr Matthew Lee enquired about the background of the holding 
account mentioned in paragraph 2.31 of the draft Manual; 
 

(b) Mr Chua Hoi-wai raised the following questions and comments - 
(i) whether the Preamble was still kept in the draft Manual; 
(ii) the 3% salary increase for the ranks of Master Pay Scale point 45 

or above arising from the 2013 Civil Service Pay Level Survey 
(PLS) should be considered as pay adjustment in paragraph 2.12 of 
the draft Manual with the provision of additional subvention as a 
matter of principle; 

(iii) whether there would be any repetition of reporting on the number 
of posts with the annual personal emoluments (PE) exceeding 
$500,000 in paragraph 3.8 of the draft Manual and the 
remunerations of senior executives in subvented bodies in 
paragraphs 4.15C-4.15F of the draft Manual; and 

(iv) how to handle the guidelines issued by the relevant authorities such 
as the Efficiency Unit (EU) and the Independent Commission 
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Against Corruption (ICAC) in paragraphs 5.1A and 5.20A of the 
draft Manual if their requirements were not fully applicable to or 
compatible with the practices of NGOs; 

 
(c) Hon Cheung Kwok-che welcomed the Annual Financial Report (AFR) 

or the abridged version of AFR becoming an integral part of the 
NGO’s Annual Report according to paragraph 3.10A of the draft 
Manual.  He noted that NGOs were now more ready to disclose the 
AFR for meeting their public accountability on the use of public funds; 
 

(d) As to paragraph 3.3 of the draft Manual on cross-subsidisation, 
Members were concerned about the principle of cost apportionment in 
respect of self-financing activities as a great portion of these activities 
was carried out with the subsidy from other Government/public 
funding.  Ms Sania Yau also enquired if support services other than 
Funding and Service Agreement (FSA) activities would be taken as 
NGOs’ self-financing activities; 
 

(e) Dr Alice Yuk asked the following questions - 
(i) the criteria for reporting the remunerations of senior executives in 

subvented bodies; and 
(ii) whether AFR for last year could be submitted after 31 October 

following the end of the financial year (paragraphs 4.15C-4.15F 
and 3.25 respectively of the draft Manual) because her NGO was a 
school-based facility having a different reporting cycle as required 
by the Education Bureau.  Both she and Mr Francis Chau 
proposed to allow NGOs to submit the auditors’ review report and 
audited financial statements at a time later than 31 October to 
dovetail with the schedule set by other Government department(s); 
and 

 
(f) Dr Jane Lee wondered if NGOs could report either the remunerations 

of their top 3-tier staff or the number of posts with an annual PE 
exceeding $500,000 each under LSG in the AFR.  Members also 
suggested that the threshold of $500,000 could be raised as most social 
work staff at frontline level or junior managerial grade was exceeding 
such threshold currently. 
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13. Mr Kok Che-leung introduced the background of the holding account, 
which allowed NGOs to accumulate LSG Reserve from 2004-05 to 2006-07 in a 
separate account without cap.  The amount kept in the holding account was not 
included in the annual assessment of the cumulative LSG Reserve, which 
should be capped at 25% of the NGOs’ operating expenditure (excluding PF 
expenditure) for that year.  He further clarified that the support services in the 
context of FSA normally referred to central administration and supervisory 
support.  The non-FSA related activities including self-financing activities 
should be separately accounted for under the principle of no cross-subsidisation. 
 
14. Ms Shirley Lau shared that it was a usual practice for NGOs to report 
the number of posts with an annual PE exceeding $500,000 in the AFR (i.e. as 
required in Annex 5 to the LSG Manual) while the proposed revisions in the 
draft Manual were simply copied from that Annex to the text for the sake of 
consistency.  The feasibility of raising the $500,000 threshold could be 
explored. 
 
15. Mr David Ng briefed Members on the requirement to report the 
remunerations of the top 3-tier staff of NGOs funded by SWD unless the NGO 
was receiving SWD subventions of less than $10 million a year; or receiving 
SWD subvention amounting to 50% or less of the NGO’s total operating 
income. 

 
16. Mr Daniel Wong remarked that the updating of the prevailing 
guidelines issued by EU and ICAC was to strengthen NGOs’ governance and 
internal control.  These documents were meant for NGOs’ reference and the 
provision of hyperlinks in the draft Manual was to facilitate NGOs downloading 
the latest versions of the guidelines for reference. 

 
17. The Chairman remarked that the Preamble of the LSG Manual would 
continue to be part of the LSG Manual and would not be updated in the current 
exercise.  She also explained that the PLS, which was done every six years, 
only applied to the adjustment of salary for civil servants.  As the staff salaries 
of the welfare sector had been delinked from the civil service, the Government 
would not adjust subventions for NGOs arising from PLS and the Starting 
Salaries Survey (SSS), which was conducted every three years.  A case in 
point was that the Government had not reduced LSG subvention for NGOs in 
2010 despite the fact that starting salary for some grades of the civil service had 
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been lowered in the 2009 SSS.  In addition, there was no provision for 
adjustment of subvention in respect of SSS and PLS in the LSG Manual.  
Paragraph 2.12 of the LSG Manual stipulated clearly that the PE portion under 
LSG was adjusted annually on the basis of the civil service pay adjustment. 

 
18. The Chairman emphasised the importance of the principle of no 
cross-subsidisation while administrative cost should be separately and 
adequately budgeted for in respect of non-SWD-subvented projects.  Mr Kok 
Che-leung also informed Members that The Hong Kong Council of Social 
Service (HKCSS) and some NGOs had discussed with SWD twice on the 
central administrative support for projects not under LSG subvention.  NGOs 
had been encouraged to include the cost of central administrative support in 
their proposals when bidding for non-SWD-subvented projects. 
 
19. The Chairman welcomed Members to comment on the proposed 
amendments and provide written feedback by 15 January 2016.  Subject to the 
comments collected, SWD would seek views from NGOs through the platform 
of HKCSS and planned to finalise the updated Manual and upload it onto 
SWD’s website in the first quarter of 2016. 
 
 
Agenda Item 4 – Progress of the Implementation of the Best Practice 
Manual (Paper LSGSC 9/2015) 
 
20. Mr David Ng reported that the 164 NGOs receiving LSG subvention 
should submit the first self-assessment checklists to SWD before the end of 
October 2015 according to the agreed mechanism.  As at 8 December 2015, 
159 NGOs (97%) had returned their self-assessment checklists, including 159 
Level One checklists and 143 Level Two checklists.  The checklists reported 
the progress of their implementation of BPM as at 31 March 2015.  
Satisfactory progress was noted in the first year of implementation.  The 
results were summarised in the paper. 

 
21. Mr Kok Che-leung briefed Members that SWD had resumed 
discussing the four outstanding items pertaining to salary structures and contract 
management in the Working Group on Implementation Details of BPM 
(Working Group) at its meeting held on 26 November 2015.  The major 
findings collected in the visits to NGOs were introduced to facilitate members 
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of the Working Group to have a solid grasp of the current situations of NGOs so 
that the BPM requirements could be considered and deliberated in a proper 
context. 
 
22. Members raised the following concerns - 

(a) current LSG Reserve level; 
(b) any assistance from SWD when NGOs encountered financial 

difficulties; 
(c) any funding support from SWD for conducting actuarial studies; 
(d) only 35% of NGOs had implemented all items under Level One; 

and 
(e) some frontline staff were not yet familiar with BPM. 

 
23. Mr Kok Che-leung reported that the LSG Reserve amounted to about 
$2.7 billion as at 31 March 2014.  Over 80% of the LSG Reserve were kept by 
25% of NGOs with reserve.  Some NGOs kept a relatively low level of LSG 
Reserve.  Based on the information collected from NGOs during visits, some 
NGOs would make use of the LSG Reserve to improve their salary structures 
and staff benefits, improve manpower for time-defined projects, and arrange 
more staff development and training, etc.  In case any NGO had financial 
difficulty with LSG subvention, it might approach SWD to explore what 
measures could be taken to solve the problem.  SWD encouraged NGOs to 
conduct actuarial studies or any related studies through the resources of SWDF 
in Phase 3 or their own resources to facilitate the making of financial forecasts.  
These studies would provide scenarios and bases for NGOs to deliberate 
whether any preventive measures should be taken and whether there was 
adequate room for NGOs to strengthen manpower or enhance salaries for staff. 
 
24. In response to a comment made by Mr Matthew Lee, Mr Kok 
Che-leung considered that it was very satisfactory to have 35% of NGOs 
implementing all the Level One items since many NGOs had to enhance their 
governance structure and revamp their existing policies and procedures in order 
to comply with the requirements of the seven Level One items.  SWD’s visits 
to NGOs also revealed that most NGOs had exercised due diligence to discuss 
the BPM items with their frontline staff through different channels and to 
consult their Board of Directors.  Their efforts should be recognised and 
appreciated. 
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25. Hon Cheung Kwok-che considered it not a good practice for NGOs 
giving away one-off allowance to staff instead of making long-term 
improvement to staff remuneration.  He also criticised linking the annual 
salary adjustment to performance as such pay adjustment was primarily meant 
to catch up with the cost of living.  Ms Anna May Chan pointed out that 
NGOs had the responsibility to explore various means, including review of their 
remuneration policies, to ensure their long-term financial viability and provision 
of quality service.  Mr Francis Chau proposed further enhancement of 
LSGSS by adding two salary points above the prevailing mid-point provision, 
or increasing the prevailing provision by 15%.  Ms Ann Au appreciated the 
enhancement of LSGSS with an additional recurrent funding of $470 million 
allocated to NGOs in 2014-15.  She suggested that those NGOs with financial 
difficulties should make good use of the extra resources to tackle their problem 
while increasing the transparency of their financial condition.  Mr Lam Ka-tai 
remarked that as a matter of public accountability, NGOs should ensure sound 
financial management and make good use of their LSG Reserve.  Mr 
Matthew Lee appreciated that some NGOs had consulted staff unions in 
implementing the BPM requirements. 
 
26. The Chairman appreciated the unfailing support from NGOs to 
implement both Level One and Level Two items of BPM.  She also thanked 
those taking part in the Envisioning Programme on BPM including the 
Symposium on BPM and the seminars which provided valuable opportunities 
for NGOs to share experience and inspire good practices.  She shared that the 
progress of BPM implementation would be reported to the Panel on Welfare 
Services of the Legislative Council in January 2016.  SWD planned to 
complete the discussion on the four outstanding items in 2016.  The Working 
Group would extend its membership to two to three new LSGSC Members. 
 
 
Agenda Item 5 – Phase 3 of the Social Welfare Development Fund 
(Paper LSGSC 10/2015) 
 
27. Mr David Ng briefed Members about the progress of implementation 
of SWDF.  Under Phase 1 and Phase 2, about $540 million had been granted 
for 159 NGOs to implement their projects.  SWD conducted a review of Phase 
2 through visits to all the subvented NGOs concerned, in-depth discussion 
sessions and a consultation meeting with some NGOs during the period from 
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September 2014 to October 2015. 
 
28. In the review, NGOs had contributed various ideas for Phase 3 of 
SWDF as outlined in the paper.  SWD would seek funding support of about 
$460 million from the Lotteries Fund Advisory Committee in January 2016 for 
launching Phase 3 of SWDF.  A briefing session would be held to introduce the 
arrangements and enhanced measures for Phase 3.  NGOs might submit their 
applications before end-December 2016. 
 
29. Mr Kok Che-leung supplemented that some projects in Phases 1 and 2 
would be selected for random check. 

 
30. Members recognised SWD’s efforts to have incorporated the views and 
suggestions of NGOs as far as practicable and endorsed the proposed 
enhancement measures for Phase 3. 
 
 
Agenda Item 6 –  Special Visitation Programme from 2016-21 for Service 
Performance Monitoring (Paper LSGSC 11/2015) 
 
31. Miss Mina Chow briefed Members about the proposed five-year 
Special Visitation Programme (SVP) from 2016 to 2021 for all Agreement 
Service Units which had not been visited before.  With a simple assumption of 
covering 160 unvisited ASUs in each three-year cycle, it would take at least four 
more cycles (i.e. 12 years) to cover the remaining 610 unvisited ASUs.  
Apparently, there was a need to expedite the process of covering all unvisited 
ASUs for service performance visits within a reasonable period of time to meet 
the rising expectation of greater public accountability and service monitoring. 
 
32. A meeting was held on 27 November 2015 to consult 23 NGOs each 
with 10 or more unvisited ASUs on the proposed SVP.  In general, they were 
positive about the proposal.  Their major concerns were about the workload 
involved in handling the relatively larger number of visits comprising normal 
service performance visits in the current cycle (2015-18) and the next cycle 
(2018-21) as well as the visits under SVP (2016-21). 
 
33. To strike a balance between maintaining effective service performance 
monitoring and addressing the concerns or suggestions raised by NGOs, SWD 
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proposed seven measures for the SVP as set out in the paper. 
 
34. Ms Sania Yau and Mr Francis Chau appreciated that SWD had 
addressed most of the concerns or suggestions raised by NGOs when 
deliberating the SVP.  Members unanimously endorsed SWD’s proposal. 
 
 
Date of Next Meeting 
 
35. There being no other business, the meeting ended at 1:00 p.m.  The 
Secretariat would fix a date for the next meeting in due course. 
 
 
 
Social Welfare Department 
January 2016 
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